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ECONOMIC VALUE AND MORAL 
VALUE 

SUMMARY 

I. The tenn " value " needed, 444. — Value in the generic sense, as 
considered in the recent literature of philosophy, 446. — II. Economic 
value; consumption and acquisition, 451. — Interests and judgments, 
452. — Measurement of interests, 454. — Alternative uses and ex- 
changes, 460. — Price, 462. — III. The social value theory, 466. — 
The " social mind," 467. — Criticism of argvunents for social value, 469. 
— IV. The economic moral standard, 476. — V. The higher moral 
standard, 480. 



A New Yobk business man has recently asserted that 
brains are cheap. By way of explanation he went on to 
say that any one could hire a college professor for five 
thousand dollars a year. Many would doubtless detect 
a non sequitur in this reasoning; but it is clear that in 
self-defense a college professor is bound to insist that 
being expensive is not the only way of being valuable. 
He may be driven to retort that the cheapest things in 
the world, things that are given and free, such as the 
grace of God, are often the most highly esteemed. And 
he may even confound his critic with the paradox that 
it is fortunate that things so estimable are cheap. 

At any rate it seems fairly obvious that what is cheap 
may yet have redeeming features. If it fails in this one 
respect it may yet succeed in some other, and be judged 
by that. The term " cheap " is a term of disparage- 
ment, then, in some particular respect, or relatively to 
some one criterion among many that might be applied. 
If we wish to refer to the correlative opposite of cheap 
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we may speak of a thing as " worth a good deal," or 
as being " valuable." But these terms " worth " and 
" value " when thus employed have a special meaning 
determined by their economic context. That sort of 
value, the worth which is the opposite of cheapness, or 
which is sunamed up in the term " wealth," will then be 
value or worth in a restricted economic sense. 

But the problem is not so simple as that. For un- 
fortunately economics like philosophy is a somewhat 
nomadic science and does not respect fences; with the 
result that it grazes quite shamelessly where moralists 
are wont to roam. In short the ranges of economics and 
ethics overlap, and economists write in a highly eco- 
nomic manner on such topics as selfishness and social 
justice. This is not accidental or predatory, but in- 
evitable and proper; the fact being that the two sciences 
are inextricably interwoven. We shall, I think, reach 
some such general result as this. There is a sort of 
value peculiar to economics, such as the correlative 
opposite of cheapness. Over and above this there is a 
sort of value common to economics and ethics, a nor- 
mative, practical or conduct-value, which we may for 
the moment call " prudence." Then finally there is the 
province peculiar to ethics which no mere economist 
shall defile. 

By this time I shall have been convicted of violating 
linguistic proprieties in my use of the term " value." 
But my excuse is that I am doing it intentionally. I 
am certainly not using the term " value " in the sense 
which has recently been conventionalized for purposes 
of economics — and do not mean to. That sense is 
purely technical; as is proved by Adam Smith's orig- 
inal phrases, " value in use " and " value in exchange,"^ 
taken in conjunction with Mill's declaration that " the 

1 Wealth of Nations, Bk. I, chap jv. 



ECONOMIC VALUE AND MORAL VALUE 445 

word Value, when used without adjunct, always means, 
in political economy, value in exchange." * As respects 
terms, the situation is simply this. The term " value " 
is a more general, a more elastic, and a more colorless 
term than " worth," or " good." Such a term is indis- 
pensable if we are to disengage a generic idea or prin- 
ciple from the overwhelming variety and confusion of 
our world of praise and disparagement. Consider, for 
example, some of the various ways in which a single 
object such as a book may be praised or disparaged. 
First, it may be disparaged as cheap by one who is 
thinking of the little you could get for it. Second, it 
may be disparaged as mendacious by one who is think- 
ing of the author's intent to deceive; or third, as igno- 
rant by one who is thinking of the author's intellectual 
incompetence. Fourth, it may be praised as edifying by 
one who is thinking of its effect upon the reader's piety, 
and fifth, it may be disparaged as crude or in bad taste 
by one who is thinking of its binding or its style. These 
various properties " cheap," " mendacious," " igno- 
rant," " edifying," and " crude," differ characteristi- 
cally as a group, from such other properties as the 
book's color, weight, and size. They are the terms in 
which the book may be estimated, the predicates of the 
critical judgments that may be pronounced upon it. 
We need the term " value " as a term to apply to all 
the predicates of this group. We may then speak of 
economic values, moral values, cognitive values, relig- 
ious values and aesthetic values as various species of 
one genus. It follows that we should no longer 
speak of economics, after the manner of von Wieser ^ 
as " treating exhaustively of the entire sphere of value 
phenomena " ; but as one of the group of value sciences, 

1 Principles of Pohtical Economy, Bk. UI, ohap i 
' Quoted in Urban's Valuation, p 3 
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having certain peculiar varieties of value as its province, 
and enjoying critical competence or authority only in 
its own restricted terms. 

I do not mean to assert that the values enumerated 
above are isolated. That is impossible from the very 
fact that they possess a generic sameness. The fruit- 
fulness of grouping them together Ues in the fact that 
there are fundamental principles common to them all, 
and in the fact that they perpetually interact. If, as I 
think we shaU agree, they are all functions of life, then 
they have both a common source and innumerable 
threads of cross-connection. Nevertheless some of 
them, at least, are mutually independent in that there 
is no constant relation between them, either in quantity 
or in sign. The same object may possess positive value 
in one sense, and negative value in another. Thus a 
woman may be vicious and beautiful, or grow less 
virtuous as she grows more beautiful. A drug may 
increase in price at the same time that it grows more 
injurious to health. A may be at the same time more 
intelligent and more vicious than B. Where this inde- 
pendent variability occurs we may speak of separate 
types of value even when a very considerable interac- 
tion is possible. Thus if economic commendation 
impUed ethical commendation and in the same propor- 
tion, we should be dealing with only one type of value; 
but inasmuch as what is commended economically may 
be condemned ethically, there are evidently, as we say, 
two standards; even tho in any given case an object 
may be both wholesome and high-priced, or even high- 
priced because wholesome. 

There has recently come into existence a branch of 
philosophy known as General Theory of Value (Allge- 
meine Wertthearie) or Philosophy of Value (Philosophie 
der Werte, La notion de valeur). Its object is to ex- 
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amine value in the generic sense, and to coordinate the 
several value sciences. Were economic theory to enter 
into a closer relation with this branch of philosophy the 
result would, I- think, be mutually profitable. The way 
is now made easy by a common trend of theory and of 
method. Economic theory has steadily grown more 
psychological. It has long since abandoned the naive 
view that economic value is an inherent property of 
gold and silver. More recently it has abandoned the 
view that economic value is a sort of stamp or coating 
that things acquire in the course of their production, 
whether by agriculture or any form of labor. There has 
been a steadily growing tendency, in theory at least, to 
go behind the existing forms and instruments of the 
economic process, to the human motives which underlie 
and animate the process. Men buy and sell because 
they want something and hope to get it; just as they 
make pictures and look at them because they hke to, or 
worship God because they are afraid. All human insti- 
tutions are rooted in human interests. This fact is 
easily overlooked because all human institutions become 
stereotyped and traditional, and man easily forgets that 
he made them. They die back, or surround themselves 
with a crustaceous deposit. But an enlightened study 
of institutions always brings to light the human inter- 
ests by virtue of which they live at the roots. So the 
whole vast mechanism of industry and commerce goes 
back to the creature man, with his needs and fears and 
hopes; the same creature who has otherwise expressed 
himself in art, religion, politics, and science. " We 
shall find the clue to the conduct of men in their com- 
mercial relations," says Mr. Wicksteed, " not in the 
first instance amongst those characteristics wherein our 
pursuit of industrial objects differs from our pursuit of 
pleasure or of learning, or our efforts for some poUtical 
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and social ideal, but rather amongst those underlying 
principles of conduct and selection wherein they all 
resemble each other. "^ 

The present philosophical theory of value is largely 
the outcome of a like tendency. It has not only had 
to shake off the naive objectifying tendency — that 
crustacean or barnacle theory, according to which value 
is a substance which adheres to things; it has not only 
had to overcome a perpetual disposition to confuse 
values with their momentary or accidental embodi- 
ments — right action with custom, religion with the 
church; but it has suffered from a tradition of elo- 
quence and edification. Value has been called "the 
good," or The Good, or The Highest Good, or God; 
and has been regarded as a sort of celestial object to be 
contemplated reverently from a distance. Tho sharp 
differences remain, and will remain while philosophers 
are philosophers, nevertheless there is now a widespread 
agreement on the main point, namely that values .arise 
and have their being in the realm of emotion, desire and 
will. It follows that the philosopher of value, like the 
economic theorist, must carry his distinctions and his 
laws back in the last analysis to the dynamic aspect of 
mind, to that part of man, individual and social, with 
which he feels and acts. Here, then, philosophy and 
economics meet on common ground. 

It is obviously out of the question in the present 
paper to discuss the question of the definition of value 
in the generic sense. We must acknowledge that such 
a conception underUes and unifies all the value sciences; 
and we must employ such a conception if we are to dis- 
tinguish the special peculiarities of economic and ethical 
value; but we cannot pretend to any adequate formu- 
lation of it. We have already agreed that such a con- 

• P H Wicksteed: Common Sense o( Political Economy, p. 3 
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ception must have to do with the motor-affective part 
of man. In saying this we touch the border of a region 
where the great and decisive battles of psychology are 
being fought. What is feeling and how is it distin- 
guished from sensation ? What is the relation of feeling 
and desire ? Is there an independent mental element 
to be known as " conation " ? How far are these 
aspects of mind separable from physiological disposi- 
tions ? What is instinct and how is it to be explained ? 
How far are instinct, desire, will, dependent on such 
intellectual processes as ideation and memory ? It is 
evident that as respects these issues neutrahty will be 
our wisest course, even if it necessitate our keeping 
away from the sphere of hostilities altogether. This we 
can afford to do provided I am allowed to make one or 
two generalizations. 

First, we can avoid the special questions arising from 
the interrelations of feeling, desire, will, instinct and 
disposition, by using the term " interest," and leaving 
it ambiguous. This term calls attention to the essential 
fact that it is characteristic of mind as we know it to be 
for some things and against others; or to view some 
things with favor and others with disfavor. This 
duality of attitude appears in liking and disliking, in 
desire and aversion, in will and refusal, and in seeking 
and avoiding. Let us confine our attention to this 
pervasive characteristic of the motor-affective Ufe, and 
let us call it " interest." This, then, is the original 
source of all value. That which is an object of interest, 
is eo ipso invested with value. An object, whatsoever 
it be, acquires value when interest is taken in it; just 
as anything, whatsoever it be, becomes a target when 
any one aims at it. Value is a sort of rapport into which 
things of any sort may enter with interested subjects. 
This is value in the original and essential sense. It 
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follows that there are as many different sorts of values 
as there are different sorts of interests and of interre- 
lations among them. 

The second generalization which I wish to make is 
this. Intellectual acts of some sort may or may not be 
invariably present when interest is taken in an object. 
But in the cases that we have specially to consider in 
the present paper, they are present to an extent that 
makes it imperative for us to recognize and allow for 
them. Writers on economic theory have greatly over- 
simplified the psychology of the affective and volitional 
Ufe. This is not unnatural, and has not on the whole, I 
think, seriously vitiated their results. But I believe 
that much would be gained, in clearness if not in light, 
by a nicer regard for the r61e of judgment in interest. 

Let me illustrate my meaning. I am pleased because 
my audience laughs at my joke, and I betray my satis- 
faction by a complacent smile. Suppose one of my 
audience to remark: " But we weren't laughing at your 
joke, we were laughing at your necktie." I should then 
feel shame-faced indeed — and should have to admit that 
my former demonstration of satisfaction was ill-advised. 
But it could not have been r'M-advised, unless it was in 
some sense advised. I should say in extenuation of my 
behavior, " I thought you were laughing at my joke." 
In other words my pleasure was based on a judgment — 
which turned out to be false. I wasn't conscious of any 
judgment, and I didn't formulate one in words; but if 
it hadn't been there in some sense, I could not have 
been convicted of error. Error is proof of the presence 
of a judgment somewhere about (or among) the premises. 
Now this judgment had set up the object with which I 
was pleased — namely the audience's laughing at my joke. 
It was the situation so construed at which I was pleased. 
Or, as it is convenient to say, my pleasure was mediated 
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by a judgment. Now this sort of thing abounds as we 
shall see, in those felt needs, preferences and decisions 
which are in economic theory invoked to explain value. 
The individual choices into which the marginal theory 
analyzes the economic process are highly mediated, 
and only in a special and restricted sense measure- 
ments of the comparative strength of interests. 

With these considerations in mind, let us now under- 
take a brief characterization of economic value: first, 
of the sort peculiar to economic thought, denoted by 
such terms as " wealth," " cheap," and the like; second, 
of the sort common to economics and to ethics. 



II 

Our first step must be to distinguish between con- 
sumption and acquisition. Any interested activity, such 
as enjoying a landscape or sawing wood, is made up of 
constituents, of agencies, instruments, materials and 
objects, which it may be said to " use " or employ. 
This is quite regardless of the nature of the activity, 
except that it shall be interested; and quite regardless 
of the nature of the constituents except that they shall 
be genuine parts of the activity. The interest may be 
independent, one carried on for its own sake, and with- 
out ulterior motive, as is the case with the enjoyment 
of a landscape; or it may be dependent, an interest 
which, like sawing wood, exists for the sake of some 
other interest like the enjoyment of warmth. The 
constituents may be mental or physical, organic or in- 
organic, appertaining to the agent himself or belonging 
to the environment. When a thing is apt or fit to be 
so used, we say that it possesses " utility "; and when 
it Is actually being so used we say that it is being 
" consumed." Consumption, then, means use and not 
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metamorphosis or annihilation. One who smells an 
apple consumes it as truly as tho he were to eat it. 

Now it is evident that in order to be consumed a 
utility must be existent, and must be available, that is, 
it must be within reach and it must be under control. 
It is one thing to use an object, and an implied but dis- 
tinguishable thing to " have the use of it." This factor 
of availability or possession will under certain circum- 
stances give rise to a secondary interest. In enjoying 
the landscape one uses one's eyes ; but one is governed 
so far merely by the single interest of aesthetic enjoy- 
ment. Suppose now that one's vision is impaired. Then 
one may for the first time take an interest in having eyes 
to see with; or, as we may say, one for the first time 
" feels the need " of eyes. There arises what I propose 
to call " the dependent value of acquisition or posses- 
sion." 

It will be noted that this is a mediated interest. 
One wants eyes, we are supposing, for the sake of the 
aesthetic enjoyment, so that one virtually judges that 
vision has a certain specific utility. But one is virtually 
asserting more than that, for one is supposing that with- 
out regaining one's vision the aesthetic interest must be 
defeated — in other words, that one's vision is indis- 
pensable to that interest. This is sometimes spoken of 
as " dependence," or as " importance." Thus Menger 
speaks of " the importance which concrete goods, or 
quantities of goods, receive for us from the fact that we 
are conscious of being dependent on our disposal over 
them for the satisfaction of our wants."i Felt need, in 
short, rests upon a judgment of indispensable utility. 
It is well to note that it does not rest upon the fact of 
indispensable utility. For it may in any given case 
turn out that the utility is not indispensable at all; 

1 Quoted in Davenport's Value and Distribution, p. 327. 
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or even that the supposed utility is not really useful — 
that is, appropriate to the interest for which it was 
sought. I venture to say that this is usually the case 
with such commodities as doctors prescribe and drug- 
gists supply. But the need is felt for them none the 
less. Still less does this differentia of economic interest 
consist in the actual " scarcity " of its object. A very 
conamon substance Uke water or sugar may be con- 
cealed under a trade-name; and when thus thought to 
be scarce, it is coveted. But even suppositious scarcity 
is not a sufficient differentia, for the object must be 
judged useful as well. 

It is not possible to divide interests into acquisitive 
and consumptive interests. Every interest uses or con- 
sumes something. But with reference to any given 
object it is possible to distinguish the interest in its 
acquisition, from that interest in which, having been 
acquired, it is used or consumed. There will be some 
interest which may be said to be the destination of 
anything which is needed, something which it is " for," 
as bread is "to eat " and a coat " to wear." Eating 
and wearing are the consumptive interests of bread and 
coat respectively, as distinguished from the baking, 
tailoring or trading which may be directed to their 
acquisition. 

In so far as it is legitimate to speak of a specific 
economic interest it will be this dependent, acquisitive or 
possessive interest, this felt need; and economic value in 
the broadest sense will be said to be possessed by any- 
thing to which this interest is directed. The acquisitive 
or possessive interest may and does develop inde- 
pendence; that is, one may acquu'e and hold simply 
for the sake of acquiring and holding; and there is 
doubtless an instinct of acquisitiveness which contrib- 
utes to the formation of such an interest. This inde- 
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pendent interest furnishes a supplementary motive 
which plays a part in economic processes; but the char- 
acteristic and sustaining economic motive is the de- 
pendent interest of getting and having for the sake of 
using. It behooves us, therefore, to examine more par- 
ticularly into the nature of this interest. 

In the first place, we must introduce the notion of an 
economic agent. This notion is necessary because we 
need to unite the interest of consumption, the interest 
of acquisition, and the faculty of judgment in one sub- 
ject. This subject is the seat of both interests, the 
proprietor of the utihties in question, and the judge as 
to their utility and indispensableness. But, how, in the 
second place, shall the agent acquire the utiUty which 
he thinks he needs ? The most obvious answer is that 
he may make it or find it — in short, work for it. But 
this at once introduces a new consideration. In order 
to work for it he must trench upon other interests. He 
proposes, let us say, to make himself a pair of glasses. 
But this takes time which he might consume otherwise. 
So he is brought to the question whether it is worth 
while. He needs his time for divers interests. How 
shall he divide it ? 

In raising this question the economic subject regards 
his possession, such as time, as so many different uses to 
which it can be put; and compares these uses in respect 
of their common character of utility. He thinks of his 
possession as meaning a set of commensurable alter- 
natives. This is sometimes called " contemplating 
commodities under their aspect of equivalents or sub- 
stitutes." 1 That one should feel a need at all, means 
that it has a certain appreciable positive strength. 
This implies that there may be other felt needs which 
are weaker; and that even should he be called upon to 

1 Wioksteed: op. oit , p 7. 
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" sacrifice " these lesser needs there would still be a 
positive net motive for so doing. His greater need 
would impel him to take time needed for something 
else, provided it were felt to be needed less. Thus felt 
need without possession will always generate " work "; 
which is not necessarily painful, but is always an in- 
vestment of time or services that might be fruitfully 
employed in other ways. Work implies the abandon- 
ment of lesser alternatives. But what determines the 
comparative strength or amount of felt need ? How is 
the economic agent to choose ? 

Now it is evident that in so far as he is prudent, he 
will not merely choose, but he will choose deliberately; 
he will use his judgment so that his choice may be 
enlightened. Instead of allowing his felt needs merely 
to antagonize and overcome one another with what 
strength they may happen at the moment to possess, 
he will increase or alter their strength by explicating, 
amplifying, confirming or correcting the judgments on 
which they rest. Every felt,aeQd.xests, as we have seen, 
on judgment^ a&iio.the indispensable utility of objec.tsi. 
The strength of a felt need will therefore reflect more or 
less correctly the strength of some ulterior interest in 
which the supposed necessity is to be consumed. This 
is true of all dependent interests. Their motive is a 
borrowed one. In so far as the original or primary 
motive is brought clearly to consciousness, the felt need 
will be proportional to it. Thus the full strength of 
maternal love may be directed to anything the mother 
thinks necessary to the saving of her child's life. 

I am assuming, then, that interests possess strength. 
I do not think it necessary to inquire exactly into the 
nature of this strength. I am wilUng for the purposes of 
the present discussion to allow that it may consist in a 
subjective intensity of feeling; tho I think it much 
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more likely that it is analyzable into the extent to 
which an interest commands the energies of an organ- 
ism. It is a matter, I think, of neuro-muscular resist- 
ance and organization. For the purpose of evading the 
special difficulties of this question one might employ 
Professor B. M. Anderson's expression " motivating 
force." ^ But it is important to observe that the seat of 
this strength is in the individual psycho-physical organ- 
ism and not in any environmental object. The strength 
of mother-love is in the mother, and not in the child; 
and to speak of the love-evoking power of the child 
would not be calculated to secure theoretical clearness. 

As to the measurement of the comparative strength 
of interests, it is only necessary, I think, to make this 
remark. Interests are matched directly against one 
another in the act of choice. This measures their com- 
parative strength only in so far as they are active at the 
moment of choice. It does not test the full strength of 
an interest such as might be developed and brought into 
play under the most favorable conditions. Further- 
more, while choice is the simplest and most direct mode 
of measurement, it does not necessarily reveal the nature 
of an interest and the more ultimate quantities into 
which it can theoretically be analyzed. Runners may 
be matched in a race and their comparative speed be 
determined by observing the order in which they breast 
the tape. This, however, does not determine the maxi- 
mum speed which either might develop under ideal 
conditions; nor does it reveal the fact that speed may 
be analyzed into a ratio of time and distance and 
measured in these more ultimate terms. 

The strength of a felt need reflects, then, the strength 
of some interest from which the need arises. We can- 

' Social Value, p 106 I should prefer, however, not to speak of this force as 
" embodied in an object " even with the qualifications which the author proposes 
(Cf ibid , p 97 ) 
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not insist too strongly on the importance of the part 
played by judgment. The felt need of acquisitive 
interest is founded on the judgment that an interest of 
a certain strength requires the object in question. The 
interest for which the object is needed may not be 
" felt " at all. More often it is represented or medi- 
ated, and may, therefore, be misrepresented. If I seek 
food to satisfy tomorrow's hunger, I am not presently 
hungry. The strength of that hunger which I am pro- 
viding for is not felt, but is predicted and estimated; 
and it may be incorrectly estimated. What I do feel, 
what does presently move me, is apprehension, solici- 
tude or anxiety; but this is related to hunger only in 
that I think I am going to experience hunger to such 
and such a degree in the future. Similarly when the 
economic agent acts, as he so often does, in behalf of the 
interests of others, he is immediately moved only by 
what Professor Carver calls " his appreciation of his 
neighbor's need." ^ This " appreciation " may consist 
wholly in a cool estimate, and in any case will be 
highly mediated. 

Our economic agent, then, in distributing his re- 
sources according to his needs will take account of the 
strength of the several interests which the needs reflect. 
He will judge any needed object in terms of what it is 
needed for — ^in terms of the consumption-interest to 
which it is relative, and will compare the strength of 
this consumption-interest with that of other consump- 
tion-interests which must suffer if the first is served. 
Let us now recall that one needs only what is indis- 
pensable, and in so far as it is indispensable. Need is 
measiu-ed not by the strength of that interest which the 
needed object may happen to supply, but by the 

> Essays in Social Justice, p. 67. Cf. Wieser's Natural Value (Mallock's transla- 
tion), Bk I, chap Ti. 
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strength of that interest which would otherwise fail. 
Felt need is the attaching of importance to a thing. It 
will, therefore, always be relative to the resources already 
supplied. What I need can only be determined after 
knowing what I have and what I can do with what I 
have. Thus our friend whose vision is impaired may 
say: " I could use a new pair of glasses; but I don't 
really need them because I have an old pair that will fill 
the bill." And he might add: " However if I had an- 
other pair, I could keep one in reserve or give it to my 
brother." We meet here with the obvious but import- 
ant fact that any economic agent will feel a different 
need for successive units of the same kind of utility. A 
second pair of glasses will be needed, but less urgently 
than a first. This does not necessarily have anything 
to do with the psychological phenomena of satiety and 
fatigue. These furnish experiences on which the agent's 
feeUng of need is sometimes based. The degree of his 
felt need of a fifty-seventh pickle may reflect the ex- 
perience that you cannot eat fifty-seven pickles within 
the time they will keep without getting tired of them. 
But it is much more Ukely to reflect a judgment as to 
the importance of having a pickle for Johnny, or for 
next month, where there is no question whatever of a 
jaded appetite. The principle of " diminishing utility," 
as I understand it, means simply that if an economic 
agent is considering what he can do with certain re- 
sources to meet his needs, he will follow an order of 
preference in distributing successive units whose uses 
are interchangeable. He will have a different use for a 
first unit, a second unit, and third unit of anything 
which is capable of the same set of uses. For various 
reasons these different alternative uses will not have the 
same degree of interest for him; he will provide for 
them in the order of their strength; and he will need 
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any additional unit only for those lesser uses not already 
provided for. Thus the felt need for the sixth unit of 
anything will reflect the greatest use that can be made 
for such a thing after five have been consumed. This 
will be its " marginal utiUty." 

Let me take another example. Suppose that a friend 
who finds me comfortably ensconced in bed asks me to 
give up the bed and send it to a hospital. The discus- 
sion turns on how badly I need it. I have five beds in 
the house, all capable of providing me a means of repose. 
It is a question, then, of how badly I need a fifth bed. 
My friend brings me to see that after myself, my wife, 
my child, and the housemaid are provided for there is 
still a spare bed. My Tieed of my bed, then — its indis- 
pensableness, signifies not that preeminent interest in 
my own repose, for this would be provided for as long 
as I had any bed; but the relatively weaker interest in 
having means of hospitality to my mother-in-law. That 
is the marginal or least interest among those that my 
stock of beds suppUes. It determines the marginal 
utility of a bed in my economy — which may in this 
case be zero or less; so that I may not only willingly 
give the bed away, but even be glad to pay the charges 
of transportation. 

Now I have no intention of laboring painfully through 
all the truisms of economic theory. But I wish to pre- 
sent as simply as possible the characteristic features of 
an economic situation reduced to its lowest terms. This 
situation involves (1) a differentiation of the acquisi- 
tive interest or felt need; (2) an economic subject or 
agent who acquires and possesses things for the sake of 
interests that depend on them, and who matches these 
interests against one another through acts of choice and 
comparative judgments; (3) the interchangeability of 
utilities among the interests which actuate the agent. 
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An economic good or commodity as a unit of wealth 
must be a thing which can be acquired, possessed and 
dehvered over for consumption. It must be stable or 
" material " only in so far as it must be the common 
term, the point of intersection, which unites acquisition 
and consumption. There must be a positive interest in 
its acquisition or possession because of its being re- 
garded as in some measure indispensable; and it will be 
capable of alternative uses of different rank. The 
amount of its economic value will be measurable in 
terms of the felt need for it — in terms of the immedi- 
ate interest in its acquisition or possession. But this 
felt need will reflect more or less correctly the strength 
of the interest to which it is indispensable. 

I have thus far ignored exchange; and it may be 
judged with dismay that I am only at the beginning of 
the inquiry. But I believe, as I take it most economists 
do, that exchange is to be understood in its essentials 
as an extension of that phenomenon of alternative 
uses, which we have seen to be a feature of the eco- 
nomic situation in its simpler and individual form. 
The first and the fimdamental fact to observe is this: 
that anything which has alternative uses may be 
coveted or prized differently with reference to each of 
these uses. If the same hour may be spent either in my 
office, or on the golf links, or visiting a sick friend, there 
are three different interests in terms of which I may feel 
or judge the need of that hour. I may happen first to 
feel its importance in terms of my business interest, as 
the usefulness of the forty-first hour applied thereto this 
week. But if I am calculating and prudent, I compare 
the different marginal uses of this hour and choose that 
which I think is the greatest. There are three different 
marginal uses, probably all of different degrees of in- 
terest; and there is theoretically a greatest marginal 
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use, reflected in my strongest felt need so far as this is 
enlightened. There is no single need-value that can 
be attached to that hour, but a group or series of 
such values. The economist simply assumes that my 
acquisitive or possessive interest in that hour will be 
mediated by some prudential calculation and so will 
tend to reflect the strongest marginal consiunptive 
interest to which the hour may be applied. 

Now suppose that I am suffering from a severe head- 
ache. This is a much more urgent interest than any of 
those which I have so far considered. Unfortunately 
an hour cannot be applied to this interest. My posses- 
sion is inelastic. But I may chance to meet a man who 
is willing to give me an aspirin tablet if I will watch his 
automobile for him. Barter thus amplifies the alterna- 
tive uses of anything I may happen to possess. By 
means of it I can indirectly use my time for the stopping 
of pain. It is only by a happy chance that I meet a man 
whose interests so neatly dovetail into mine. But there 
is doubtless somebody in the world who has a box of 
aspirin tablets that he would be wilUng to give in ex- 
change for an hour of my time; or that would be willing 
to give it for what somebody else would give for an hour 
of my time. A general confidence in this fact and the 
development of commercial facilities will bring about a 
willingness freely to interchange all commodities of a 
certain class — those commodities, namely, which are 
needed by somebody who is able and willing to give for 
them something which somebody else needs. Money 
faciUtates this general exchange by providing a univer- 
sal object of exchange, and a common measure of 
exchange-ratios. 

Let us return to our individual and observe the effect 
upon the alternative use of his resources. I may now 
sell my hour, let us say, for one dollar; and for this 
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dollar I may secure not only aspirin tablets, but a neck- 
tie, an IngersoU watch, one-fifth of an opera ticket, or 
fifty two-cent stamps. In short I can by converting 
my hour into a dollar convert it indirectly into some 
amount, fractional or multiple, of everything that is 
on the market, which comprises a very large proportion 
of the things I have any use for. It will be as true as 
ever that my hour has no single need- value, but a class 
of such values. This class of values is now, however, 
greatly enlarged. In possessing an hour of my time to 
apply as I will, I command a range of utiUties nearly 
as wide as the whole circle of my interests. I may feel 
or estimate the need of that hour in almost any terms 
that I can appreciate at all. Among the possible esti- 
mates of its importance will be that which represents 
the highest marginal use that I can meet by any pur- 
chasable commodity. The price of my hour of time is 
its coefficient of convertibility, the formula by which I 
discover precisely to what uses it can be put by means 
of exchange. Thus in being " worth a dollar " it can 
be used as fifty two-cent stamps, as one IngersoU watch, 
or as one-fifth towards an opera ticket. Price does not 
determine the amount of any of these marginal utilities, 
but merely unites them into one group — such that any 
one of them may be secured by surrendering another. 
They constitute a class of real options. They are such 
that one who possesses the object necessary for one, 
commands all the others as alternatives. In this sense 
two objects having the same price ma.y be said to have 
the same virtual utility. 

The price value of a commodity thus signifies a set of 
need-values within an individual economy, and not a 
single need-value. This variability is even more pro- 
nounced if we consider it in relation to the several 
different individual economies. The things I can do 
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with a dollar differ from the things you can do with it. 
Some uses may be open to me that are not open to you. 
But, more important still, similar uses wiU have different 
marginal values in your economy and in mine. I may 
need a watch more than a safety-razor, and with you the 
reverse may be the case; that is, the watch-use of a 
dollar may be greater with me and the razor-use with 
you. If such were not the case, there would be no 
motive for exchange. But even if the two uses were 
equal to one another in each of our economies, each use 
in my economy would still probably differ from the 
corresponding use in yours. If I am in reduced circum- 
stances and you are affluent, then all the marginal uses 
of goods may be of greater interest to me than to you. 
In short, the value of an economic commodity is relative 
to a subject that possesses it and applies it. 

We may look at price from another angle, and con- 
sider its causes rather than its applications. In this case 
analysis again brings us to the individual economy. A 
eoimnodity conunands a price because of a peculiar 
tension between individual economies. The units in 
exchange are subjects which combine the functions of 
possessing and coveting. Each both seeks to get and 
has to give. The forces that generate exchange spring 
from these individual centers. The economic agent's 
interests and resources are such that there are some 
terms on which he would rather have commodities he 
has not than commodities he has. For exchange to take 
place it is only necessary that he should meet and 
acquaint himself with another individual who is likewise 
ready to give up in order to get, and whose terms fit his. 
Each individual is supposed to act as prudent preference 
dictates, and to find in the other an instrument by which 
to promote such action. It is strictly a case of inter- 
action and not a case of the dual manifestation of some 
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deeper single force. The categories of explanation 
apply primarily to the exchanging individuals, and the 
exchange itself is a conjunction which has to be ex- 
plained by dividing it into two independently originat- 
ing processes. 

It is not necessary, I think, to consider the details of 
the theory of price. Certainly it is not necessary to sup- 
pose that the only factor in price determination is the 
shrewd calculation of buyers and sellers. No one would 
have the hardihood to deny that all sorts of other 
influences are effective. Whatever modifies and shapes 
human conduct, ^ heredity, temperament, imitation, 
sickness, caprice, habit, law, religion, compassion, duty, 
will affect what a man is willing to give or take for 
any commodity. It is undoubtedly true that the con- 
ventions and institutions of industrial life, such as 
market-price, in txirn modify the calculations which 
have given rise to them. It is also undoubtedly true 
that most economic phenomena, since they express 
many individuals, possess a certain inertia rendering 
them independent of any one individual, just as public 
opinion, tho a sum of private opinions, cannot be sud- 
denly unmade by any one of them. But two facts 
remain. First, these various influences affect price only 
in so far as they do express themselves in a willingness 
to trade on certain terms. Price cannot be created by 
fiat. It is always a function of exchange, which in turn 
reflects the choices or comparative judgments of the 
parties to the exchange. Second, it is undoubtedly true 
that for the purpose of exchange it is usual to be as 
shrewdly calculating as possible. Tho other agencies 
may and do interfere with trade, the motive of shrewd 
calculation is constant enough in its operation, and con- 
siderable enough in importance, to warrant an abstract 
study of its effects. 
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What, then, is the proper interpretation of economic 
value as represented by price ? What does it mean to 
say that a pair of shoes is worth such and such an 
amount ? It means that this pair of shoes stands 
in certain complex relations to the interests of the 
several members of the community, so that whoever 
can dispose of it as he will, is enabled to convert it 
into any one of a determinate set of uses. Price 
equates a commodity with a class of alternative uses 
each of which is a variable. The " value in exchange " 
of a pair of shoes consists of a class of felt needs, 
which reflect marginal utilities, such as the foot-wear 
use of one pair of shoes, the musical use of an opera 
ticket, the apparel use of two shirts, where each of 
these alternative uses in turn varies with the individual 
who commands the commodity. Price is an equation 
with a number of unknown quantities. To derive 
from it any statement as to absolute values one must 
know the special circumstances to which it is to be 
applied. One must translate it into terms of a concrete 
economy. But then one is no longer merely quoting 
price. One is stating what the price-formula means in a 
given case; and every price-formula is such as to mean 
a great many different things under different conditions, 
actual or hypothetical. 

It would be a mistake, then, to interpret the economic 
value of a commodity as tho it were a quantity of some 
simple interest-relation. The economic value of a loaf 
of bread is one thing in yotu* economy and another in 
mine. It is still another thing, and some may think a 
more significant thing, in the economy of the hungriest 
man in a communistic economy such as one may con- 
struct hypothetically. But a loaf of bread has no one 
amount of " absolute " economic value any more than 
it has any single absolute distance. It has a set of such 
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amounts just as it has its own characteristic and deter- 
minate set of distances. To postulate a constant value 
for each commodity relatively to society as a whole, and 
to substitute this for an analytical interpretation in 
terms of individuals as variables, seems to me neither 
hopeful nor sound. It is much as tho one should pro- 
pose to substitute a circular or elliptical force for the 
law of the parallelogram of forces by which such a force 
is analyzed into centrifugal and centripetal components. 



Ill 

There has recently developed a distinct movement 
towards a social interpretation of economic value. 
The social character of economic value has never been 
denied. Indeed it is so obvious that economics has long 
been regarded as the social science, par excellence. But 
it is thought by many^ that the social aspect of the 
matter has been unduly subordinated by the "Austrian 
School " to the individual scale of utilities. Broadly 
speaking, there appear to be four grounds on which the 
social theory is advocated. In the first place, it is con- 
tended that general social forces such as law and fashion 
modify economic values; and that these are the import- 
ant causes by which it is possible really to explain and 
predict fluctuations of value. In the second place, it is 
contended that if economic commodities are to be 
measured and summed they must possess some common 
intensive value-magnitude over and above the variable 
individual utilities which they supply. In the third 
place, it is contended that economics should seek a con- 

' E. g., by Professor Anderson. His Social Value contains a summary and bibliog- 
raphy of this movement, as well as a statement of his own views. An earlier discussion 
of this tendency is to be found in Schumpeter's essay " On the Concept of Social Value," 
(this Journal, February, 1909) with which the present writer finds himself in substantial 
agreement. 
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ception of value which is independent of the competitive 
individualistic system that happens at present to rule. 
Fourthly, it is contended that economic policy must in 
the last analysis be judged by reference to standards of 
social welfare. The fourth of these arguments evidently 
involves the question of the relation of economic to 
ethical standards, and will be considered at the close of 
the paper. The third argument is not, I think of serious 
import. As we have seen, it is impossible to divorce 
economic value from possession or control. There could 
be no more radical alteration of economic relations than 
the substitution of the state for the individual as the 
economic subject. In a communistic or paternalistic 
society there would be one schedule of interests and one 
treasure of utilities from which to supply them. The 
state through its ofl&cials would in theory feel all needs 
and possess all resources. Apart from the fundamental 
conceptions of utility and need, there is no reason why 
any of the principles governing a society of autonomous 
and competing economic subjects should be applicable 
to such a situation. There remain, then, two argu- 
ments, which we may call the causal argument, and the 
quantitative argument. To these I shall return after a 
brief examination of the conception of " the social 
mind," the conception which these arguments are sup- 
posed in some sense to employ and justify. 

The fact is that the expression " social mind," and 
the various alternative expressions which are used as 
equivalents or variants of it, are scarcely fit to print in 
the context of exact discourse.* This does not mean that 
there are no facts referred to by these expressions, but 
only that their use is so ill-defined that it is almost im- 

• Thus when G. A. Ellwood writes that " all values (and therefore economic values 
among the rest) must express the collective Judgment of some group " (Sociology in its 
Psychological Aspects, p. 34), he makes a statement which is false as respects " all 
values," and prof oundly ambiguous as respects " collective judgment." 
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possible to discover just whichiaGts are referred to at any 
given time. A general discussion of the social or non- 
social character of economic value is utterly blind and 
unprofitable. Without in the least pretending to ex- 
haust the senses of the term " social," I shall mention a 
few of the things that it sometimes means. To avoid 
needless controversy let us leave open the question as to 
whether mind is essentially behavior or self-conscious- 
ness. In the former case an individual mind would be 
a single reacting organism in the biological sense. In 
the latter case an individual mind would be a subject 
capable of introspection. Assuming that " individual 
mind " may mean either of these things, we then have 
at least five things that may be meant by " social 
mind." First, it may mean simply a plurality of in- 
dividual minds. In this sense population or any similar 
statistical conception which deals with numbers of 
individuals would be social. All other senses of sociality 
imply this fundamental sense. Second, it may mean 
similarity of individual minds. Where two or more 
minds are alike in any respect, we may speak of a type 
of mind, such as " the human mind " or " the American 
mind." Such sociality of mind may be accidental or it 
may be due to some common cause, such as climate. 
Third, minds may act jointly on a common object, or so 
as to produce an effect that no single mind would be 
capable of producing alone. Thus the pyramids of 
Egypt, or the military power of Germany, is a social 
phenomenon. Fourth, sociality of mind may mean the 
interaction of individual minds. This may be of radi- 
cally different sorts. Single minds may act on one 
another as in " personal influence "; or one mind on 
many minds as in leadership; or many minds on one 
mind as in custom. The influence itself may be com- 
municated directly, or by intermediate agencies that 
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are not themselves mental, as in heredity or art. Inter- 
action of mind may result in sociality of the second or 
third kinds, as when imitation causes uniformity or 
sympathy leads to joint enterprises. Specially im- 
portant is the case of mutuality of consciousness. Here 
the attitude of one mind toward a given object is 
mediated by a virtual judgment regarding the attitude 
of another mind, or a plurality of other minds, to the 
same object. One reacts to an object as the object of 
certain supposed reactions on the part of others. Acts 
of mind may thus affect one another before they reach 
the object. Fifthly, and lastly, it is possible to suppose 
that individual minds are integrated in a greater mind 
which may feel or think or behave in a way of its own. 
In saying "it is possible to suppose," I have perhaps 
put the matter too strongly. Not only is there no 
empirical evidence for such a mind; but it is doubtful 
if there is even a clear definition of what it would be if 
there were one. There is no such super-organism even 
among the most complete zoological collections. It 
would contradict all known anatomical and physiologi- 
cal laws. Nor is it clear that any such unity is possible 
in terms of self-consciousness, in view of the peculiar 
individuality which is supposed to attach to the data of 
introspection. The " over-soul " theory has few friends 
among sociologists and economists; and yet it is the 
only sense of sociality which definitely distinguishes 
society from some kind of a relation of individual 
minds. Let us now return to the two arguments for 
social value. 

The first of these arguments I have called the causal 
argument. Thus Professor Anderson, for example, 
says that "it is only changes in fashion or mode, in 
general business confidence, in moral attitude toward 
this or the other sort of consumption, in the distribution 
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of wealth, changes in taxes and other laws, etc. — 
causes of a general social character — that you can 
count on to produce important changes in values." ^ 
That is to say, economic value is an effect of many 
minds, and is changed only when many minds are 
changed. General, pervasive causes, having a certain 
spread and volume alone afford a means of control and 
prediction. If the Austrian School has neglected this, 
then it needs to be corrected. But the essential con- 
tention of that school remains, so far as I can see, 
unaltered; in that these changes work through individ- 
uals and have their point of application in a more or less 
rational comparison of needs made by the individual 
seller or buyer. Whatever affects these individual 
schedules on a sufficiently large scale will affect prices. 
But to ignore the individual channels through which 
these forces pass, is elliptical. It is entirely true, as 
Urban for example contends, that the value which an 
individual puts on a commodity is mediated by his 
judgment as to the attitude of others. He values a pair 
of shoes, not for the protection they afford his feet 
merely, but for the position of the pair of shoes rela- 
tively to the needs of others, for the supposed willing- 
ness of countless unnamed individuals to give and take 
for them. In this sense of being an object for many 
minds, which act uniformly or jointly, or which interact 
at the same time that they act uniformly and jointly, 
an economic value is undoubtedly " social." But this 
does not, I submit, afford any serious ground of con- 
tention, any fundamental difference of principle be- 
tween the Austrians and their critics. So long as one 
invokes only the first four of the senses of sociality 
which I have enumerated, then, while it is true that 

> Review of Schumpeter'8 Dynamic Econonucs, Political Science Quarterly, Decem- 
ber, 1915, p. 651. 
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economic value is a resultant ^ phenomenon, neverthe- 
less, its components are the preferences of individuals. 
The substantive terms of economic life are subjects 
who feel needs which reflect the extent to which their 
possessions satisfy their interests, and who seek a 
completer satisfaction of their interests by appealing 
to Uke motives in other individuals. 

Let us turn now to the second argument, which I have 
called the " quantitative " argument. It is contended 
that if the values of commodities are to be measured or 
added, they must exist in the commodities as amounts 
of a homogeneous quaUty having intensive magnitude. 
This quahty is absolute in the sense that it is prior to 
the relations of price and exchange, which simply 
measure or reveal it. It is a function not of the diverse 
individual attitudes toward the commodity, but of 
some comparatively steady social demand. " If goods 
are to be added together, and a sum of wealth obtained," 
says Professor Anderson, " there must be a homogen- 
eous element in them by virtue of which the addition 
can be made." And again: " The absolute value must 
first exist before the price, which is the expression of the 
value of a good in terms of some other valuable object 
which is shown as a measure, can be determined. In 
fact, two values, the value of the good measm-ed, and 
the value of the good which is to serve as the measure, 
must first exist, as absolute quantities, before a price- 
ratio can be made between them, and their ' relative 
values' shown."'' 

There are three points in the argument: the need of 
giving some value-meaning to the price or exchange- 
ratio; the need of accounting for the " objectivity " of 
economic values, that is their independence of the in- 

1 Cf. Wicksteed: Common Sense of Pohtical Economy, p. 5 
» Social Value, pp. 118, 177-178. 
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dividual; and the need of supplying " absolute " terms 
for the value relations. Let us consider first the value- 
meaning of the ratio of exchange. If a pair of shoes is 
worth $5.00, and a rubber tire, $10.00, the value of the 
latter is said to be twice that of the former. It is clear 
that in this estimate we do not compare the tire and 
the shoes simply, but some commensurable character 
like size or weight, which both possess in different 
amounts. The mere equivalence between a tire and 
two pairs of shoes cannot constitute the value of either, 
since the equivalence itself has to be defined as in 
respect of value. But this value which both possess 
may perhaps be exchangeability; and we should then 
say that two things are equal in value when one will 
procure the other by exchange. But while there is no 
logical objection to such a conception, it does not 
satisfy our definition of value as a function of interest. 
We are brought back to utility and relation to need, as 
the fundamental terms of any measurement of valiie. 
What, then, is the significance of the price-equation in 
terms of need ? When A exchanges for B they are not 
needed equally. On the contrary, they must be needed 
differently and preferred inversely if there is to be any 
motive for exchange. And ordinarily, as we know, it is 
even the case that both are needed more by one of the 
parties to the exchange than by the other. Nor is there, 
so far as I can see, any general social interest or need 
which can be said to be directed in the same measure to 
two commodities that exchange for one another or 
command the same price. Such a conception appears 
rather to be invented ad hoc to meet a supposed logical 
difficulty. It is gratuitous if we can interpret price- 
equivalence in terms of individual needs, and I think 
that we can. That shoes should be worth $5.00 a pair, 
signifies that whoever possesses either a pair of shoes or 
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$5.00 virtually possesses the other, and so commands 
the utility which either of these provides. He who 
possesses any one of the class of $6.00 commodities has 
it within his " means " to meet any of his needs which 
any one of these commodities can supply. All of the 
commodities which exchange at the rate of one to one, 
or which have the same price, constitute a range of 
options for the possessor of any one of them. Each is a 
means to all the others, and so is " as good as " any. 
It is in this sense and in this sense alone that they are 
equal. Each is convertible by the act of exchange to 
the same set of uses. These virtual utilities will differ 
from individual to individual both in order of import- 
ance, and in the intensity of the interests which underlie 
them. But objects of the same price will command the 
same set of virtual utilities in every economy that has 
access to the market. 

The other two points, regarding " objectivity " and 
" absoluteness," can readily be disposed of. It is quite 
true that price is anobjective^fact, independent of the 
attitude of any single individual, and requiring him to 
take account of it in his calculations. But this means 
only that price is a social resultant in the sense that, 
because of the multiplicity of its causes, it is stable 
enough to be unaffected by the isolated action of a 
single cause. The absolute values, or the ultimate 
terms of the value-relations, are to be found in the 
strength of the interests or needs which the conmiodity 
is virtually capable of satisfying. There are indef- 
initely many such absolute values. Price is simply a 
smnmary statement of the relation between the set of 
absolute values for one commodity and those for 
another. 

As to the summation of wealth, I see no reason to 
suppose that it has any unambiguous meaning. The 



474 QUARTERLY JOURNAL OF ECONOMICS 

wealth of an individual may be expressed by adding up 
the prices of all the commodities he owns. The sum of 
money which he is said to be "worth" signifies only his 
control of all the amounts and combinations of various 
commodities which that sum of money will buy at pre- 
vaiUng rates. What actual values any such redistribu- 
tion of his resources will create will depend on what 
interests he adopts and recognizes. He may get much 
or little according to his capacity for absorbing utiUties, 
but in any case he will command a definite range of 
alternatives. The case of national wealth or human 
wealth is a very different matter. In this case the 
money equivalent of all commodities irrespective of 
ownership is lumped together, and the sum is capable 
of a variety of interpretations. Ordinarily one thinks 
of it in terms of what he could do with such a sum of 
money. In short he translates it into terms of his 
interests and needs. Or one might think of it as owned 
by a benevolent despot with a provident regard for all 
the interests and needs of the conammiity. In either 
case, however, the control of the totahty of wealth by 
one individual would obviously contradict the competi- 
tive conditions which generated the exchange-ratios. 
Collective wealth expressed in terms of money is thus a 
formula with only hypothetical apphcations. To mean 
anything it has to be supposed to be possessed by one 
individual, while other conditions, the determinants of 
price, remain the same. 

Nor if we ignore price is there any single unambigu- 
ous sense in which total wealth can be computed. The 
aggregate of resources taken regardless of their owner- 
ship would yield different amounts of utility according 
to the innumerably different modes of its distribution. 
It could be reckoned in terms of the more acute needs 
or in terms of the less acute. It could be reckoned in 
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units of the most irksome labor which any member of 
the community is willing to perform. It could be 
reckoned in terms of present needs, or in terms of the 
future diminished needs after the distribution has been 
partially effected. There is in short no single absolute 
value that can be imputed to each unit-good, by the 
addition of which it is possible to reach a single absolute 
value for the aggregate. 

In bringing this long digression to a close let me ask 
whether we have avoided that vicious circle with which 
the Austrian theory, owing to its neglect of social 
principles, is charged. According to the view I have 
proposed, price is built up out of the diverse but com- 
plementary needs of individuals. It is there rooted in 
absolute, subjective values. Having acquired a relative 
stability, it is then taken account of by individuals in 
their private calculations and thus appUed or inter- 
preted in terms of absolute, subjective values. But 
these applications, since they govern a man's dealings 
in the market again affect price. The whole process is, 
therefore, circular. What a man will offer or take for 
any conunodity depends not merely on how badly he 
needs it, but on what he thinks it to be " worth." But 
altho this is circular, it is not vicious because it has a 
beginning and a direction. The process returns and 
reacts upon itself, just as private opinion is confirmed 
by the public opinion which it helps to form. There 
results a conservative tendency in both processes and 
for similar reasons. But in both cases there is a point of 
origin which does not itself require any of the later 
phases of the process to account for it. 

I conclude, therefore, that the supposition of a sort of 
quaUtative coating upon each economic good, or a Ught 
cast by the radiation of a social mind, is both mythical 
and gratuitous. It is important to recognize that 
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economic value is a function of interacting and reacting 
minds; and that it reflects all the complex agencies that 
operate in the inter-mental world. But to invoke a 
unitary social mind as a direct correlate of economic 
value is to obliterate difficulties without overcoming 
them. 

IV 

So much, then, for economic value in that first sense 
which is peculiarly economic. As we approach the 
borderland between economics and ethics, I must say 
a word about the obvious characteristics of moral 
values. 

Moral value attaches to an ad, motive or disposition, 
viewed in the light of a rule or principle, which in turn is 
designed to organize and harmonize interests. That moral 
values attach primarily to conduct is familiar enough. 
The second point is not so simple. A rule or principle of 
action defines what shall be done in varying situations. 
It formulates some constant relation between circum- 
stances and actions; so that to apply it means to assign 
a value to the circumstance-variable, and so deduce the 
value of the action-variable. If we perform that action, 
we are doing what the principle requires. The boy who 
has been taught to adopt the rule of rising in the pres- 
ence of ladies will in given cases complete his syllogism 
somewhat as follows: " Lady, therefore rise " ; or " No 
lady, therefore remain seated." We have here I beUeve 
the real ground for the conception of " ought," with its 
element of necessity or constraint. And we have also 
the explanation of the peculiarly uncompromising 
character of moral values. A given act usually either is 
or is not what the rule requires. Deductively a conclu- 
sion either follows or does not follow from certain 
premises; it does not follow more or less. 
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But the peculiar sort of principle which is in question 
in the moral life is that by which two or more interests 
otherwise conflicting may be brought into relations, at 
least of compatibility, if possible, of cooperation and 
mutual reinforcement. This is a very broad construc- 
tion of morality, and evidently makes the institutions 
of law and goverimient distinctively ethical, as I 
think they are. Now, a principle of organization and 
adjustment may be of wide or narrow scope. There 
results a pecuUar hierarchy of concentric moral spheres 
from the private inter-adjustment of an individual's 
interests, to the larger totalities of mankind or the 
kingdom of God. Each sphere in so far as it is 
morally organized will possess an internal adjust- 
ment of its constituent interests, and an external ad- 
justment to ulterior interests. But in all cases it 
will hold that in so far as an act is dictated by the 
principle of harmony and mutuality it is virtuous, and 
in so far as it ignores or violates such dictates it is 
vicious.^ 

Now it is instantly apparent that the processes of 
business and trade as the economist portrays them are 
regulated by a moral principle. The economic agent is 
supposed to have adopted that counsel of prudence or 
shrewd calculation to which we have referred. As has 
frequently been pointed out, he is selfish only in a 
peculiar sense. He may be the trustee of an orphan 
asyliun, and his customer may be the director of 
a board of foreign missions. Each may very fairly 
represent the interests with which he is charged.* But 
the fact remains that the two are in a sense pitted 

• Moral value evidently attaches to merely hypothetical acts, and it might be sup- 
posed that existence would constitute a differentia of economic value But economic 
value also, may attach to hypothetical objects, as, for example, when one says that 
one could get a certain price for a commodity t/ one had it. 

> On this matter cf. Wicksteed, op. cit., Bk. I, chap. v. 
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against one another. The first party is for the moment 
not representing the heathen, and the second is tem- 
porarily ignoring the orphans. To this aspect of the 
matter we shall return presently. Meanwhile let us 
observe that internally each of these economic agents is 
administering his affairs according to a moral principle. 
He is seeking to do " justice " to the various interests 
for which he is acting. Instead of yielding wholly to 
the impulse of the moment he is taking ulterior interests 
into account and making provision for them according 
to what he thinks are their " rights." He is practising 
the trirhie of economy. He is obeying those precepts of 
foresight, thrift, and restraint, which moralists of all 
ages have urged. 

But, one may urge, the economist lets conduct take 
care of itself. He merely assumes prudential morality 
to be so constant a factor in human nature that he 
studies its effects without seeking to promote it. This 
is only half true. As respects economic value in the 
sense considered above, in the sense peculiar to eco- 
nomics, yes. In that context the economist merely 
takes morality as he finds it, together with religion 
and art and science as so many influences and motives 
that modify the conduct of the economic agent. He 
recognizes without prejudice the imprudence which 
sometimes enables money to command usurious in- 
terest, or the evil passions which create a use and a 
price for the services of the gunman. In this context 
the economist does not commend morality or denounce 
its opposite, but merely psychologizes. 

But in another context, no. Much of economic study 
is devoted to the promotion of prudential morality. 
This aspect of economics can best be described as 
follows. The choices from which economic conduct 
issues, are, as we have seen highly mediated. They rest 
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upon judgments as to utility and indispensableness, as 
to causes and effects, as to the strength of ulterior 
interests which are not felt by the agent at the moment, 
and as to the stability and functioning of various 
established economic mechanisms. All of these judg- 
ments are liable to error. The economist by observing 
the consequences of economic action, is enabled to draw 
conclusions by which such errors may be prevented or 
corrected. He not only studies the results of the more 
or less successful prudence which men actually practise, 
but he imparts information by which greater success 
may be obtained. In the light of his knowledge of 
general economic forces he makes deductions from the 
principle of self-interest which any economic agent may 
apply, and which are imperatives, obUgations, for any 
agent in so far as he adopts that principle. If one 
remarks to a physician, " You ought to charge more for 
your services, — you could easily get it," or to Mr. Henry 
Ford, apropos of his wage-scale, " This may be good 
religion, but it isn't good business," he is criticizing 
conduct by appeal to a norm or standard, precisely as a 
moralist does. He is measuring conduct in terms of 
values of the moral sort. All economic technology 
employs a more or less clearly defined ideal, by which it 
criticizes and which it seeks to promote. That ideal is a 
state of things in which every economic agent shall 
know the real state of his interests, whether his private 
interests or those he represents, whether present or 
future; in which he shall know just what resources are 
at his command and how they may be used among his 
interests; in which he shall know what possibilities of 
exchange the market affords, and in which the mechan- 
isms facihtating exchange shall be perfected. Such a 
state of things would enable each agent to make the 
most of his resources through redistribution and 
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exchange; it would be a state of unimpeded circulation 
in which what each individual possessed would readily 
find its way to the highest marginal use within his 
province. 



Altho we have here to do with the same standard 
which the moralist employs under the name of prudence, 
it is evident that that standard is not the final standard 
for moral criticism. Indeed so characteristic is it of the 
moralist to insist on higher standards, that prudence is 
commonly regarded as only quasi-moral. What then 
are its limitations ? 

First, it takes into account only the acquisitive 
interest; or other interests only in so far as their objects 
have to be acquired and are not merely enjoyed. 
Economic prudence is still further restricted in that 
economists confine themselves to acquisition by ex- 
change. The result is that economic standards apply to 
life only where it touches the market. Prudence in the 
moral sense has a much wider application. Second, 
prudence accepts interests as it finds them, and even 
within the individual economy ignores the principles of 
moral discipline and culture. Prudence may increase 
or decrease the supplies appropriated to any interest; 
but it does not suppress old interests, or cultivate new 
ones. The counsel of asceticism or of " the simple life," 
for example, urges a man to reduce his dependence upon 
all objects which he does not readily possess, by learning 
not to care. The goal of the ancient cynic may be said 
to be total abolition of all economic goods, save perhaps 
time, in so far as each man may distribute that for him- 
self. He is to reduce life to the consumption of free 
goods, such as nature's gifts and the folly of his neigh- 
bors. This counsel does not proceed from economics. 
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But the limitations of the economico-ethical standard 
are more evident and more familiar in another respect. 
It is intra-subjective and not inter-subjective. In the act 
of exchange each agent, as we have seen, is governed by 
a regard for a limited group of interests which he hap- 
pens to recognize asiiis. The effect of his actions on the 
other agent with whom he has dealings is instrumental 
or accidental. Even tho the two actions may be mutu- 
ally advantageous, it is not on that ground that he 
enters into it. Furthermore, within the limits which 
permit of exchange he seeks to profit at the expense of 
the other party. Tho both must gain in order that both 
may have a motive for exchange, each seeks to reduce 
the other's gain and increase his own. If he enjoys a 
greater bargaining power through his initial stock of 
resources, he presses that advantage, and does not seek 
to correct it. It is not that the economic agent is self- 
indulgent, or even narrow in his interests. He may as 
a matter of fact be animated by a large benevolence. 
But the fact remains that in the business relation, and 
judged by the strictly economic standard, he acts only 
for such interests as he chooses to call his own. The 
economic agent who stands at the other end of the busi- 
ness relation, and whatever interests that other agent 
may represent, are for the time being his means. To buy 
in the dearest market out of sheer goodness of heart, or 
to pay more than is asked so as to benefit a deserving 
merchant, is perhaps admirable, but it is not prescribed 
by the maxims of economics. If it is bad business for a 
merchant to cheat a widow this is not because of the 
widow, but because the dishonest merchant loses public 
confidence, and thus defeats his own interest. 

Now our general moral law prescribes that an agent 
shall take account of all the interests which his conduct 
affects, or shall judge his conduct by its consequences all 
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round. A principle by which he organizes and equalizes 
a limited set of interests must on moral grounds be 
corrected by principles of larger scope, such as 
those providiag for the good of his customer or of the 
community or of humanity. Morally speaking, then, 
prudence tho justified in its internal application, is 
arbitrary, or possibly even vicious, if it ignores these 
" higher " principles. The standard of inter-subjective 
distribution takes precedence, in case of conflict, of the 
standard of intra^-subjective distribution. It is always 
possible that the standard of inter-subjective distribu- 
tion shall tolerate a certain finality in the standard of 
intra-subjective distribution. This is explicitly adopted 
in the laissez-faire theory, according to which the good 
of all is most certainly secured by the independent pru- 
dence of each. But even in this case the precedence of 
the more general consideration is acknowledged in 
principle.! Thus the value of economic value, the 
ultimate estimate to be put on such value as is recorded 
in price, is social. In this sense, the sociological econo- 
mists are correct. The general well-being of society 
furnishes a standard which is higher than that suppUed 
either by the market, or by the foresight and prudence 
of the economic agent. But it is not necessary that the 
economist qua economist should apply this standard, 
since the values which it defines are new values, over 
and above those with which he is primarily concerned. 
I reaHze that economic Uterattu-e abounds in stand- 
ards of inter-subjective distribution. But in my judg- 

> It is customary to say that moral values hare a certam absoluteness or finahty 
that does not attach to economic values This signifies two things. (1) The highest 
moral prmciple cannot be overruled by any other principle of conduct, while subordi- 
nate principles like economic prudence can, (2) The moral principles usually permit 
of a variety of alternative acts In economics we are usually thinkmg of options 
among the permitted alternatives; whereas in ethics we are usually thinking of the 
difference between the permitted act (right) and the forbidden act (wrong) There is 
no option between nght and wrong, but there is an option between various " lights." 
Cf . Anderson, op. cit , pp 110-111 ; Mackenzie: " The Relation between Ethics and 
Economics," International Journal of Ethics, vol. iii, p 289. 
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ment these standards are extra-economic, and can have 
no full warrant without examination of those questions 
which, in the traditional division of intellectual tasks, 
are assigned to ethics. Economics does, it is true, 
study what may be called the natural course of distri- 
bution among the factors of production. But in most 
investigations of this kind it is acknowledged that the 
premises are intra-subjective. The inter-subjective dis- 
tribution is the accidental result of the appUcation of 
the standard of intra-subjective distribution. Suppos- 
ing all economic agents to act prudently, to get what 
they can with what they have, how much of the earnings 
of production will accrue to labor, to capital, to the 
landowner, or to the entrepreneur ? That is a question 
with which the economist is prepared to deal in terms of 
his own characteristic principles. It may even be con- 
cluded that in some sense each factor gets from pro- 
duction what it contributes, in services or resources; but 
this means only that ea;Ch factor has to receive such a 
share as shall induce it to act, or as it shall be willing 
to accept in exchange for its contribution. What a 
laborer, for example, accepts as the equivalent of his 
contribution depends on the extremity of his need, that 
is on his initial advantages or disadvantages. Hence 
those studies which simply foUow the flow of wealth 
which is determined by its initial division and by the 
motives of economic prudence, throw no Ught on the 
way in which economic resom-ces shotild have been 
divided originally, or should be redistributed in some 
ideal society which as a reformer one may seek to 
approximate. 

If one asserts, as many economists do, that each 
individual ought to get out what he puts in, then one 
must mean something very different. One must mean 
that distribution should be according to one's " deserts," 
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perhaps according to the absolute amount of one's 
exertion or sacrifice. To assert this is to erect a stand- 
ard of inter-subjective distribution. But with what 
warrant ? Usually the assertion is dogmatic, as when 
the socialist, relying on a vague sense of equity, asserts 
that each individual should be rewarded in proportion 
to his labor. Or perhaps distribution should be in 
accordance with the absolute intensity of needs. In 
this case one supposes a single benevolent agency which 
controls all the goods of the community, represents all 
of its interests, and applies the good at the points of 
highest marginal utiUty; taking away the luxuries of 
the rich in order to feed and clothe the poor. Closely 
allied to this is Hobson's view of a " Human Law of 
Distribution," based on a " htiman " as opposed to a 
" strictly business " valuation. Hateftil and degrading 
toil on the side of production, and excess and satiety on 
the side of consumption, are to be replaced by art, 
exercise, service, satisfaction of needs, and temperate 
abundance, so that all the activities and interests of 
men shall harmonize and reinforce one another. This 
law is proposed as a standard by which to judge and to 
improve existing economic conditions and institutions.* 
Or one may propose, as Cooley does, that our pecuniary 
valuations should be made more adequately to reflect 
the higher " psychical " values, which he calls, " in a 
somewhat arbitrary sense " the " progress-values." * 
Or one may assert that distribution should observe and 
confirm class distinctions, thus perpetuating a culti- 
vated leisure class and a proletariat to do the chores. 
Or one may apply the principle of commercial efficiency, 
and aim to secure free capital with which to compete 

' J A Hobson, Work and Wealth, chap ?ii. 

« Charles H. Cooley " The Progress of Pecuniary Valuation," in this Journal, 
November, 1915. 
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with other nations ia the market of the world. Or one 
may regulate distribution by the principle of strength, 
as judged by success in the international or inter-racial 
struggle for existence. One may with Professor Carver 
propose the " work-bench " (or root-hog-or-die) phil- 
osophy in place of the " pig-trough " philosophy. But 
these proposals raise all the traditional questions of 
philosophical ethics. The economist is welcome to 
discuss them. Like all profoundly important prob- 
lems, they are excessively difficult, and the more light 
the better. The economist has certain special quaUfi- 
cations for the task. But I fear that they cannot be 
solved or even discussed without that "philosophical 
clap-trap " and those " subjective quibbles " which 
Professor Carver, for example, abjures.^ The econo- 
mist must not here rely too greatly on the tools of 
thought which he has forged primarily for another use. 
He is in a sense as much out of his province as I have in 
this discussion been out of mine. In any case I believe 
that the most valuable work of the economist wiU be in 
the more restricted field. The greatest of intellectual 
triumphs is the discovery of a law. If the economist, 
taking the facts as he finds them, can by judicious 
abstraction discover certain constant functions among 
the diverse phenomena of industry and trade, he will 
both arm the reformer and nourish the philosophic 
mind. 

Ralph Barton Perry. 

Hakvabd Uniyehsitt. 

> In his Essays m Social Justice, pp 60, 61 



